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[The author is a staff writer for the International Weekly Edition of Gazeta Mercantil, a Sao Paulobased financial newspaper.]
"Roubo, mas faco," I rob but I get the job done has become a catch phrase among Brazilian
politicians who engage in numerous public works but pocket a percentage of the taxpayer's money
in the process. In the latest scandal, which has shaken the office of President Fernando Henrique
Cardoso, an impressive US$100 million was embezzled and a court building remains uncompleted
in the wake.
In the middle of the scandal is former top presidential aide Eduardo Jorge Caldas Perreira, accused
of using his position to obtain funds for the construction of an over- invoiced Regional Labor Court
(Tribunal Regional do Trabalho, TRT).
The efforts of the governing coalition and the recent testimony by Cardoso's former confidant
will likely be successful in warding off the creation of a congressional investigation commission
(Comissao Parlamentar Inquerito, CPI), which has wide-ranging powers. While the president's
office remains unscathed, Cardoso's support has shrunk to new lows and his ability to carry out
fiscal and tax reforms has been weakened.
The latest scandal broke when evidence surfaced of Caldas Perreira's relationship with retired
Federal Judge Nicolau dos Santos Neto, the man behind the TRT scam. The weekly magazine Istoe
published tapes on which the retired judge implicated the former presidential aide along with other
politicians.
One of these was Sen. Luis Estevao, who was eventually impeached when it became known that
his construction company, Grupo OK, received part of the embezzled funds. Also, a judiciary CPI
uncovered more than 250 telephone calls between the retired judge and Cardoso's former confidant.
Caldas Perreira allegedly helped obtain more funding for the courthouse's completion in exchange
for the judge using his position to nominate judges favorable to the Cardoso administration. "I only
knew him on a professional basis," maintained Caldas Perreira.
The presidential aide's actions are considered improper since his request for further TRT funding,
to the tune of US$14.3 million, came after the Tribunal das Contas, the equivalent of the US
Congressional Budgeting Office, reported irregularities. "The credits were not used for expenses
pertaining to the work program," the Tribunal reported in 1996.
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As accusations grew and questions about the breadth of the scandal multiplied, division within the
governing coalition surfaced and Cardoso began to feel the heat. A member of his public-relations
staff, attempting to clear the president of any role in the release of additional funding, compounded
the problem by saying that Cardoso "does not read everything he signs." Cardoso's popularity
plummeted, and demands for a CPI increased.
In a poll by the newspaper Folha de Sao Paulo published July 28, 45% of those interviewed believed
that Cardoso was involved in the alleged irregularities, compared with 28% who did not. And 86%
favored creating a CPI to look into the case.
Concern about Cardoso's stability even reached the US Congress. At an open meeting between
Brazil's Ambassador to the US and the House International Relations Committee, Rep. Gary
Ackerman (D-NY) asked Linda H. Eddleman, the State Department's deputy assistant secretary for
Western Hemisphere affairs, whether the president's low popularity threatened the government's
economic reforms or could force Cardoso to resign. She responded in the negative.
Meanwhile, Cardoso held firm. "The prosecution is not an action against the government nor even a
political issue," said the president. "If there is any issue, it is first an individual issue."

All the president's men move into action
With its back against the wall, the governing coalition initiated a counteroffensive. In a move to stem
the growing number of accusations, Caldas Perreira announced that he would hand over his tax,
bank, and telephone records. Federal prosecutors in charge of the investigation welcomed the move.
Leading up to the former aide's testimony, members of Congress and senators from the governing
coalition made up of Cardoso's Partido da Social Democracia Brasileira (PSDB), the Partido do
Movimento Democratica Brasileiro (PMDB), and the Partido da Frente Liberal (PFL) banded
together to thwart the opening of a CPI. Observers suspect that Cardoso had to expend a lot of his
political capital to maintain fealty in the ranks.
The real victory for the government came in Caldas Perreira's testimony before the Senate
subcommittee. Though allies worried whether the former aide could withstand the heat, Caldas
Perreira consistently responded to eight hours of questions. He maintained that his association with
Judge dos Santos Neto only consisted in directing him to Marcus Tavarus, the former executive
secretary of the treasury and current minister of planning, who was responsible for disbursing
funds.
Concerning his newly acquired wealth, including a million-dollar home, Caldas Perreira said the
money came from his new career in the private sector. Observers believe the opposition senators
responsible for interrogating Caldas Perreira Jose Eduardo Dutra, Eduardo Suplicy, and eloisa
Helena, all from the Partido dos Trabalhadores (PT) performed poorly. "They were very valiant in
the form of their questions, but the content was very empty," commented PMDB Deputy Geddel
Vieira Lima.
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Accused of being massacred by the one they were supposed to massacre, the opposition claimed
that the only way to prove whether Caldas Perreira was telling the truth would be to open a CPI.
Business sectors, happy about the growing economy, came out in defense of the president.
The Confederacao Nacional da Industria, which includes some of the country's largest industrial
conglomerates, published a statement praising the president's economic policies and affirming that
the country is on the "right path." Business groups maintained their support even though US$172.2
million left the Sao Paulo Stock Exchange during the month of July when the scandal broke.

Public perception and future reforms
Although it appears that Cardoso has won the latest battle in Brasilia and retains the support of
important elements in society, his popularity among the general population has reached new
lows. In the latest poll by the Instituto Brasmarket, the percentage of the populace disapproving
of Cardoso's administration increased by 17% during the last four months, to 59%. Conversely,
only 14.8% of the population approves of Cardoso's performance. Not even the recent upturn in
the economy has helped the president's popularity. The poll further revealed that rejection is not
limited to the president, rather the whole political system is in disrepute.
The percentage of Brazilians disapproving of the justice system is 63.6%. More than half the
populace rejects the performance of senators and federal deputies: 57.8% and 53.5%, respectively.
Apathy and distrust of government is so widespread that a growing number (38% of the population)
are totally, or partially, in favor of a return to military government. "This crisis has hit the
government, even if Eduardo Jorge did not commit any crime," remarked one senator from the
governing coalition. "Beside the facts, it is necessary to consider the perception of society."
A culture of impunity surrounds politicians and government officials involved in improprieties.
Sao Paulo Mayor Celso Pitta, for example, returned to office after a court injunction ousting him
was overturned. The City Council, stacked with the mayor's allies, also voted not to go ahead with
impeachment proceedings (see NotiSur, 2000-04-14). To improve the image of government and show
that it can still deliver the goods, Cardoso's administration has been pushing through a number of
programs.
In recent weeks, the government froze the price of medicine, released US$6.39 billion for social
projects, and announced a comprehensive national-security plan. Cardoso's ability to tackle tougher
issues like tax reform strongly pushed by business sectors and reshaping the social-security system,
currently running a deficit of 3% of GDP, is waning.
Research by the Departamento Intersindical de Assessoria Parlamentar (DIAP) found that the
president's pull in Congress has fallen. The number of leading figures in Congress supporting
Cardoso has fallen from a high of 78 when he began his first term in 1995 to 57 now. Although
Cardoso appears unscathed for the time being, Caldas Perreira must provide further testimony
about his role in the TRT scam and about influence peddling while in office.
A Senate subcommittee is also likely to call former minister of agriculture Jose Eduardo Andrade
Vieira to testify about possible missing campaign funds. Andrade Vieira, one of Cardoso's financial
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coordinators of the 1994 campaign, said that US$16.7 million in official funds and US$55.6 million in
"unofficial" funds were left over after the campaign. Meanwhile, Judge dos Santos, the mastermind
of the record-breaking embezzlement 73% of the project's price being pocketed, compared with
an average 6% to 15% is rumored to be hiding out in France. He still receives a generous pension
from Brazil's over-extended social-security fund. "Brasil nao e um pais serio," Brazil is not a serious
country is another famous Brazilian saying.

-- End --
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